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Wye River Capital 



Why do schools borrow? 
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optimal financial flexibility with other funds 



Lower cost of capital 



er|c 



c 

• rH 

(y3 

• rH 

cd 

cd 



cd 

• rH 

o 

4h 

o 

'S o* 

O r^? 

H 5 



C45 



ri:^ 

^ § 



<D 

• rH 


<D 

ri:^ 


r-H 




C 

j 


g 




;h 


C 




<D 


;h 


Oh 


<D 




Oh 

1 > 


C 


O 






'-I— 1 


• rH 






<D 






in 


o 


<D 




;h 



^ s 

o 3 



u 


<D 




bn 




C/D 


cd 


a 


o 


c/3 




(D 


^1— 1 


o 


o 


C/3 

C/3 




'o 

>> 

O 


4h 

o 




o 






D 










C/i 

w r\ 




O 


<D 

bO 


• rH 




oi) 

a 
• ^ 


d 

s 


<D 

O 


• rH 

C 

(D 


O 

Oh 


<D 

O 


(D 

C/!^ 


<D 

c/3 

C/3 




Oh 


CIh 




O 


§ 



^ O 
<D Xi 

H o 



I I 



C rX 



a 

o 

c 

<D 



I' 

<D 

X 

<D 



C X 

B 

^ o 

rl ^ 



;h 

<D 

> 

o 



cd 

c 

c 

cd 



8 



over the last 10 years (1992-2001) the average endowment 
return was 10.86% 

over the same period, the Bond Buyer Revenue Index 
(investment-grade-rated tax-exempt bonds) averaged 5.92% and 
the seven-day tax-exempt rate was 3.35% 



Benefits attributed to debt 
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mission 

larger endowment corpus 

application of cost of financing over useful life of assets 



What kinds of debt are there? 
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indexed to US Treasury or LIBOR rates (taxable) or driven by general 
market demand (variable) 

interest rate can adjust daily, weekly, monthly, annually 



Factors which determine choice of debt structure 
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Wye River Capital 



Who are the key participants in a financing? 
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Underwriter’s Counsel : Represents Underwriters and oversees drafting of 

offering documents 
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Rating Agency : Institutions which rate relative creditworthiness of 

borrowers (Moody’s Investor Services, Standard & Poor’s 
Corporation, Fitch) 



How much time should be budgeted for a financing? 
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River Capital 
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Wye River Capital 
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How does a school prepare for a financing? 



o 

ERIC 



'S 

s 

a 

o 

PQ 



I 



o 



§ 

e 

OX) 

§ 



c/3 

C/3 

0^ 

• ^ 

C/U 

PQ 

;-i 

o 

<D 

o 

•1-H 

liH 



^ O 

cd ^ 

Cl. o 



o 
<D 

U •- 

£ Q 



I I 



c/5 

<D 

<D 

bX) 

C 

0 
c 

cd 

C 

1 



c/3 

OX) 



a 

cd 

cd 



& ^ 

.— I 

o a 
o 



0^ 



& 

• ^ 

:3 

o' 

0^ 

a 

a 

#N 

C/D 

<D 

3 

X 

s 1-H 

«N 

0^ 

;-l 



>. s 

?— I 

PU liH 



I I 



C/5 

<D 

O 

Vh 

o 

c/5 

<D 

• ^ 
o 
c 

cd 

C 

4 h 

C/5 

(/) 

(D 

(/) 

(/) 

< 



<D 
<1— > 
C-) 
<D 



a 

a 

u 

•1-H 

;-H 

o 

•I— > 

c/3 



C/3 

o 

•1-H 

•I— > 

c3 

0^ 

pin 

O 



O 

r»-l 

C/3 

<D 

a 

<D 

> 

<D 

;z; 



c/3 

<D 

> 

<D 

c/3 

<D 



O ^ 

o ^ 
Qh c3 



<D 

s 

O 

a 

<D 



O 

o 

PQ 

c/3 

c3 

CJ 

a 

a 



<D 

u 

a 

c3 

PQ 



I I 



s 

*Kii» 

•k«* 






IS 



Working capital funds 



How does a school prepare for a financing? (cont’d) 
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River Capital 
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Bond Insurance: fixed percentage of total calculated debt 

(Fixed Rate) service, payable as a one-time 

premium at closing 



What will the financing cost? (cont’d) 
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In a tax-exempt financing, up to 2 percent of the bond amount can be 
applied to costs of issuance; the balance will have to be paid by the 
borrower from other funds 
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River Capital 



What types of borrowers can use tax-exempt bonds? 
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Wye River Capital 



What types of borrowers can use tax-exempt bonds? 
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Wje River Capital 



What can be financed? 
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501(c)(3) organizations may also finance working capital, 
but only if it is a de minimis amount (5%) related to the 
start-up costs associated with a capital project 

Wye River Capital 



What can be financed? (cont’d) 



er|c 



o 

(U 

cd 

'Td 

(U 



O 

C/5 

(U 

m 



Oh 

(U 

c/5 

C/5 

C 

O 

X) 

C 

o 

c/5 

(U 

(U 



(U 

o 

c 

cd 

c/5 

c/5 



>o ^ 
(N ^ 



cd 

C 

C 

cd 

s 

I 

» ^ 

X 

cd 

a 

o 



c/5 

'Td 

o 

X) 

o 

o 

o 



D (U 

^ o 

OO 



(U 



> 

(U 

c/5 



cd ^ 
i (U 
cr 'Td 
0-) ^ 
cd 









tin S 

^ (U 



> 

(U 

c/5 

(U 



toD 

cd 

(U 

> 



cd 



(U 

o 
» ^ 

> 

(U 

c/5 



C/5 

'Td 

o 

X) 

o 

’(— > 

o 

a 

cd 

Oh 
• ^ 

O 
• ^ 
Oh 

o 

<N 

O 

Oh 

(U 

O 

C 

cd 

c/5 

C/5 

• ^ 

o 

c/5 

C/5 

O 

U 



cd 

c/5 

• ^ 

(U ^ 
^ ‘ 

(U 

413 



'Td 
(U 
O 

C (U 

413 



o3 

o 

o 

X) 



(U 

X) 

c 

cd 



X) 

(U 

c/5 



O X) 



c/5 

C/5 

O 

o 

o 



(U 



C+H B 

0 

1 1 ^ 

C «+H 

(U o 



(U 

c/5 

X) 



(U 



o 

' 1-^ 

cd 

B 'Td 
o Jh 

<u g 



CiC m 



26 



Refinancing taxable debt incurred for capital expenditures 
available for 501(c)(3) bonds 



You don’t have to be broke to borrow 
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“Negative Pledge” is permissible if reasonable amount, measured no more 
frequently than semiannually, and no restrictions other than to be there at 
testing date 
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-25- 



Credit ratings - selected school medians 

What are credit ratings and why are they important? 
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Wye River Capital 
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V^ye River Capital 
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Wye River Capital 
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